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Real Estate Appraisers Consider
Requiring Home Inspections for
All Appraisals

Appraisersmay recommend that a
professional home inspection be
prepared for al the propertiesthey
appraise, toavoidliability under the
new HUD rule. HUD’s new
Homebuyer Protection Plan (seep.
12 for related article) has raised
considerable controversy among
appraisersand apprai ser organiza-
tions. The plan places new
requirementsonappraisersfor FHA
loans including a requirement to
discloseany property defectsandto
seek touncover potential problemsin
ahomethey areappraising.

The HUD announcement specifi-
cally suggested that appraisers
should “turn on the heat and air-
conditioningtoseeif they work, seeif
plumbing fixtures and electrical
outlets are operating and note any
visibleevidenceof problemswitha
home' sroof, water supply and septic
system.” This is far beyond the
typical rea estateappraiser’srole.

Many feel theserequirementsare
beyondthetraditional roleof thereal
estate appraiser, and will create
extensiveliability for theappraiser.
HUD asohasproposed” steepfines’
and potential prison sentences in

extremecasesfor appraiserswhodo
not comply withtheseregulations.

Noonedoubtsthereisaneedfora
thorough inspection of residential
properties to avoid the problems
pointed out by theHUD plan, butthis
typeof inspectionhasnot traditionally
been performed by the real estate
appraiser.

Observers point out that the
appraiser may respond by recom-
mendingahomeinspectioninevery
transaction, which apparently was
not theintent of theHUD program.
By recommending ahomeinspec-
tion, theappraisersfeel they will be
relieved of much of theliability and
problemsinvolvedininspection of
resdentia property.

There snodoubt thereisaneedfor
aprofessiona homeinspectionwith
the sale of every residence, and
property inspectors have been
specially trained to provide this
sarvice. Many fed that thismovewill
goalong way to advancethehome
inspection field and the number of
professional inspectors.

Reprinted by permission from The Master
Appraiser, Vol XVI N0.9 Sep 1998

New Appraiser
Board Member
Appointed

Governor L eavitt hasappointed
ThomasC. Anderson, Salt Lake
City, asthe newest member to the
Utah Apprai ser Registrationand
CertificationBoard. Andersonis
currently employed by the Salt Lake
County Assessor’ sOfficeasaReal
Property Appraiser andisaUtah
StateRegistered Appraiser.

Tomgraduated from Utah State
University withaBA in Economics
withastrongemphasisin Govern-
ment Administration, History and
Political Science. Hefillsthe
vacancy left by JamesFauver. The
remainder of theBoard consistsof
Jerry R. Webber, chair; Dottie
Burnham, vice-chair and public
member; Brad M. Lindley; Michael
Christensen; ErvinR. Holmes,
publicmember; Lonny J. Stillman,
representativefromthe Department
of Financia Ingtitutions.

TheBoard memberswork onlyin
concert with each other, solicensees
should not contact individua mem-
bersto expressapersonal grievance
or ask for an opiniononapersonal
matter. Other than that, licensees
should beacquaintedwiththe
leadersof their professonwho
makedecisionsontheir behalf.
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The Double Contract Rears its Head Again

by Ted Boyer, DivisonDirector

TheDivisonisonceagainrece ving numerouscom-
plaintsabout theuseof doublecontractsinreal estate
transactions. Perhapsitisareflection of market condi-
tionsor perhapsthisold devicehasbeenrediscovered.

In classic doublecontracting, two separate REPC’ sor
purchaseagreementsareused for asingletransaction.
OneREPCisdisclosed tothelender and theother,
which containstheactual termsof thetransaction, iskept
secretly betweenthebuyer and seller. Sometimesthe
second contractisintheform of asideagreement or
addendumtothe REPC whichisconcealed fromthe
lender.

Thepurposeof theschemeisusually totrick thelender
intoloaning 100% or moreof the purchaseprice. Using
aninflated appraisal, thebuyer offersto purchasethe
property for morethanthelist price. Theinflated offer
typically showsadown payment which doesnot exist or
whichisrefundedtothebuyer immediately after closing.
Thebuyer then obtainsfinancing for 80% or 90% of the
inflated price, whichisinreality, 100% or moreof the
actua purchase. The Seller endsupwiththeoriginal
salespricepaidfromthebuyer’ sloan proceeds, the
buyer endsupwiththeproperty without putting any
money down, theapprai ser receivesafeefor theinflated
appraisal, and thelender endsup witha100%loanto
value(or greater) loanto abuyer who hasinvested
nothing and hasperpetrated afraud.

Wearenow seeinginteresting variationsonthisage-old
scheme. For example, an offer ispresented at
morethanthelist pricewiththeseller tocarry
back aportion of thesalespriceasseller
financing, secured by asecond deed of trust. In
aseparateagreement, theseller agreesto
forgivethesecondtrust deed and deliver
areconveyanceafter closngwithout ever
being recorded.

Another evenmorediabolical variationgoeslike
this. Anofferismadeat morethanasking
pricewith asizabledown payment (say 25%)

tobemadeintheform of tradable securitiesor other
valuablepersonal property. Thebuyer retainsanoption
torepurchasethesecuritiesor personal property after
closingforanomina amount, leavingthelender witha
100% or moreloantovalue.

Wehaveseen another variationwhichl| call the* sweat-
lessequity” program. Theso-called*” sweat equity” is
shownasacredit ontheoffer and ontheclosing state-
ment but thelabor isnot contributed until after closing, if
itisprovidedat all, againresultingina100% or greater
loantovalue.

Did| forget tomentionthat all of theloanfeesand
closing costsarebuiltintotheloanamount?

Occasionally apurchasemoney mortgageischaracter-
ized asarefinanceor a“ purchase/refinance” toavoid
payment of private mortgageinsuranceor to avoid other
restrictions. A complicitlender, usualy amortgage
broker rather thanafinancial ingtitution, initiatesaloan
applicationprior toclosinginthenameof theseller and
buyer. Whentheloan closes, thesdller mysteriousy
doesnot appear onany of theloan documents. Theloan
isthen soldinthesecondary market to an unsuspecting
purchaser who thinkshehas purchased therefinance of
aseasoned performing loanwith acredit-worthy bor-
rower andthelender hasrequired no privatemortgage
insurance. Theproblemwiththisscenarioisthatitis
fraudulent and mideading. Incommon usageand under
federal law, refi- nancing meansatransaction
inwhichanexistingobliga-
tionthat wassubjecttoa
securedlienonresidential real
property issatisfiedand
replaced by anew obligation
undertakenby thesame
borrower.

Onemightask, “Whatis
wrongwiththat?’ Thebuyer
getsintoahome, theseller hassold his
homeandthereal estateagent, appraiser
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and mortgagebroker all earnfees. Well, therearenumerousproblems
andthereisplenty of blametogoaround.

Theappraiser who hasprepared theinflated apprai sal hasundoubtedly
violatedtheUniform Standards Of Professional Appraisal Practice
(“USPAP’) whichgovern appraisal work in Utah and throughout the
United States, thusplacing hisor her licenseinjeopardy.

Theagent or broker who suggestsor utilizestheseschemesis, ata
minimum, inviolationof RuleR162-6-1which prohibitstheuseof
doublecontracts; isinbreach of fiduciary dutiesunder RuleR162-6.2;
andisinviolation of Utah Code 8§ 61-2-11 for making asubstantial
misrepresentation, for making fal sepromises, for being unworthy or
incompetent andfor being unprofessional. Theactionsof theagent or
broker could aso bethebasisfor aclaimfor civil damages.

Letusturnforamoment tofederal law. WhiletheDivisiondoesnot
enforcefederal law, abrief review isinstructive. First, theword
“lender” meansthepersonor entity whoisactually providing thefunding
for theloantransaction. Intheabovestuationsthisisusually the
purchaser of theloanimmediately after or smultaneoudly withthe
closing. Itisthispurchaser of theloanwho hasbeen deceived andwho
standstoloseonaloan that should never havebeenmade. Itisaso
possiblethebuyer may suffer financialy if ajobislost or buyeris
transferred and cannot sell the property for ahigh enough priceto cover
the 100% or greater mortgage, closing costsand commissions. If the
loan becomesafederally related transaction by being soldtoaninsured
ingtitution or by other means, federa law applies.

TheRea Estate Settlement ProceduresAct requiresthat all material
termsbedisclosed. Therecanbenosidedealsinafederally related
transaction. Furthermore, whoever makesany fal sestatement or report
orwillfully overva uesany land property or security for the purposeof
influencinginany way theaction of afederal agency or afederally
insuredinstitution suchasthe FDIC, the Officeof Thrift Supervision, the
Resolution Trust Corporation, etc. issubject toafineof not morethan
$1,000,000.00 or asentenceof thirty yearsin prison, or both. Thisis
seriousbusiness. (See 18 United States Code 88 1007-1014). For
your information, we havebeeninformed that the Federal Bureau of
| nvestigation hasass gned two specia agentstoinvestigateloanfraudin
the State of Utah.

Theold adage about atransactionwhichlookstoo goodto betrue
usually istoogoodto betrueisstill good advice. Let’ sbehonest and
straightforward in our businessdealingsandintheway wetreat our
cients

"When you get into
a tight place and
everything goes
against you, 'til it

seems as though you

could not hold on a

minute longer, never
give up then, for

that is just the place
and time that the
tide will turn.

--Harriet Beecher
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Real Estate Agency Fined $11,000 for
Violation of Lead Paint Rules

Allegedly failingtocomply withthe EPA lead based
paint regulations, resultedinan $11,000fineagainst an
Oklahomareal estateagency. Accordingtoan EPA
newsrel ease, thereal estateagency wasfinedacivil
penalty for violation of theReal EstateNotificationand
DisclosureRuleunder the Toxic Substance Control Act.

Theregulationrequiressallersand lessorsof rental
property to provide purchasersand tenantswith an EPA
approved |ead hazardinformation booklet for all prop-
ertiesconstructed before 1978. They asomust provide
atenday periodtoallow thepartiestoinspect the
housing for thepresenceof lead hazards. Inaddition,
thesalescontract andleasing agreement mustinclude
specificlanguageregarding notificationand disclosureof
lead based paint.

Thereal estate agency wascharged after it wasdiscov-
eredthat they alegedly failedto providetherequired

notificationinahousethat wasleased toamother witha
youngchild.

Althoughtheregulation becameeffectivein September
1996 thisisoneof thefirst actionsagainst violatorssince
theeffectivedateof theregulation.

EPA a soreported that among thosefined wasthe
KingsvilleNavd Air StationinKingsville, TX, whichwas
chargedwitha$408,375fine. Thisisapparently thefirst
penalty issuedtoaFederal facility for violatingthelead
disclosurerule, andisthelargest assessed pendty for
violatingthelead disclosurerules.

A totd of ahaf-milliondollarsincivil fineshavebeen
servedinvolving 20 noticesof noncomplianceaccording
toEPA.

Reprinted by permissionfromThe Master Appraiser, Vol XVI,
No.9Sep1998

remember

Sa

You Must Notify the Division
Within 10 Days in Writing of--

achangeof personal address;

achangeof businessaddress;

achangeof name;

achangeof personal or business
telephonenumber

Greetings From
Thomas Anderson

Newest Board Member

| am pleased to serve asthe newest member of the
Appraiser Registration and Certification Board. Itisa
positionwhoseresponsibilities| takevery serioudly, and
| pledgeto performmy dutieswithintegrity. | shall
alwaystry tomakedecisionswhichwill best servethe
publicinterest.

| havefound my fellow Board membersto beextremely
competent and conscientious, and | look forwardto
continuingtowork withthemonapositivebasis. | am
confident that we can keep the Utah appraisal industry in
compliancewith FIRREA and canmaintainhigh stan-
dardsof ethicsfor appraisal professionals.
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1999 USPAP Has Significant Revisions

USPAPhaschanged. If appraisers
don’'t makesignificant revisionsin
their development and reporting of
appraisas, they will not be in
compliance with USPAP on the
changeover dateof March 31, 1999.
This article is only an overview.
Taking a USPAP update courseis
theonly way tobecertainyouwill be
incompliance.

The first area of notable change
beginsintheEthics“Rule’ (dl of the
“Provisons’ arenow cdled”Rules’)
withwording changesfor clarifica-
tions in conduct, management,
confidentiality, andrecord keeping.

A sgnificant changeistheDeparture
Rule. The path to understanding
departure is clearer, and two new
terms, “ gpplicable’” and* necessary,”
have been added to the “market
expectations’ and “peers actions’
criteriafrom Advisory Opinions15,
tomakethedeparturedecisoneasier
tomake.

There are new definitions, while
others are revised. Most are to
support and clarify changes else-
where. Great emphasis has been
placed on the “ Scope of Work” in
multipleareasof USPAP. Theterm
isintheDepartureRule, butitismost
relevanttodaily appraisal work. Itis
inanew itemoneachof thereporting
optionsthat requiresasummary of
the scope of the work used to
developtheappraisal.

Standard 1 has Binding Require-
ments and Specific Requirements

similar in principleto the previous
structure, but new emphasisisplaced
on Extraordinary Assumptionsand
Hypothetical Conditions. Apprais-
ers will need to understand both
termsand their differences. Many
daily appraisal activities such as
drive-bysand plans and specswill
requirespecial addressing.

Thechangesto Standard 2include
new itemsandreworkingof theoldto
beincompliancewith changesmade
elsawhere. Highestand Best Usewill
now requiresignificantly moreinfor-
mation and explanation. New
information on sources, scope and
the inclusion of use and user from
Statement 9arenow ontherequired
twelveitemsinareport. Thereare
alsowording changestothe Certifi-
cation which unfortunately will
requiresoftwarechanges.

Standard 3 haschangesto bringit
into conformity with other revisions.
Thereisan important clarification
betweengppraisngandreviewing. It
alsonow addressesuseand user, as
well asscope.

Standards 4 through 10 will be
revised using a “working group
concept.” Appraiser groups will
study thestandardsand provideinput
totheASBtoadintherevisonsand
possibly even somedel etions.

Statementsand Advisory Opinions
remain. They contain changes to
keeptheminconformity withtherest
of USPAP.

Thisarticleonly skimsthesurfaceof
the changes; there are many more,
andthosediscussed herein havefar
greater depth. You will need to
scheduleyourself for anupdateclass
soon. There are 85,000 licensed/
certified appraisersin this country
who need to be up to speed on
USPAP beforeMarch 31, 1999.

Thanks to Steven W. Vehmeier, MSA,
and The Master Appraiser, Vol. XVI No.
12, Dec 1998 fromwhich part of thisarticle

istaken

Practicing
appraisersneed to
possess the current

Utah statuteand
rules, along with the
most current edition

of USPAP.

ORDER YOUR

COPIESTODAY!

If you pick them up--
USPAP = $6.50
Rules=$3.00

If we mail them--
USPAP = $8.50
Rules=$5.00

Contact:
UtahDivisionof Real Estate
PO Box 146711
Salt LakeCity, UT 84114-6711
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I5° Proposed Rules Changes

TheUtah Appraiser Registrationand Certification Board
hasrecently approved someproposed ruleschanges. All
changesarepublishedinthisnewsdl etter for your review.
Y oumay wishtothengivetheBoardany inputregardingthe
changes.

Therewill benopublichearing, butif youwishtogiveinput
onany of thefollowing ruleschanges, please send your
commentsby January 31, 1999inwritingto Karen Post,
UtahDivisionof Real Estate, POBox 146711, Salt Lake
City, UT 84114-6711

R162-102-3. Renewal.
102.3.1 Atleast 30daysbeforeexpiration, arenewal
noticeshall besent by theDivisiontotheregistered,
senior appraiser or certified appraiser at themailing
addressshownontheDivisionrecords. Thelicensee
must return the completed renewal notice and the
applicablerenewal feetotheDivisiononor beforethe
expirationshownonthenotice.
102.3.1.1[TheCertifiedResdentia-and-Certified
Generat] The registered, senior appraiser or
certified appraiser[s] must return proof of
completion of [20] 28 hours of continuing
education taken during the preceding twoyears.
[After—January—1,—1998,—al—Utah—appraiser
Heenseesmustreturnproof-of comptetionof 28
I . - et cerdurine
precedingtwoyears]
102.3.1.1.1 Even though the apprai ser may
havechangedlicensing categories, [E]every
thirdtimetheappraiser renews, theapprai ser
will provideevidence of having completed,
withinthetwoyearsprior tothethirdrenewadl,
a course in the Uniform Standards of
Professona Appraisa Practice. ThisUSPAP
course will be a 15-hour course and will
includepassing of afina exam. [TheSPAP
A alep inetue tronat -1/
I T e Thi o1 :
.
c EEI'.E My Isle t'S.EEI 0 “'.EEE 'thSI Itl'e

renewalpertoek] Theappraiser must obtain
and study the Utah Rea Estate Appraiser

Regigtrationand Certification Actandtherules
promulgated thereunder and must sign an
attestation that heunderstandsandwill abide
by them.
102.3.2 If therenewa feeand documentation arenot
received withintheprescribed timeperiod, thelicense
ghall expire.
102.3.2.1 A licensemay berenewedfor aperiod
of 30 daysafter theexpiration date upon payment
of alate fee in addition to the requirements of
102.3.1.
102.3.2.2 After this30-day period and until six
monthsafter theexpiration date, thelicensemay be
reinstated upon payment of areinstatement feein
additiontotherequirementsof 102.3.1. Itshal be
groundsfor disciplinary sanctionif, after thelicense
hasexpired, theindividual continuesto perform
work for whichalicenseisrequired.
102.3.2.3 A person who does not renew his
licensewithinsx monthsafter theexpirationdate
shall berelicensed as prescribed for an original
application. Theapplicant will receivecredit for
previoudy credited prelicensing education, butthe
senior gpprai ser and registered apprai ser gpplicant
will need to complete a current course in the
USPAP. The certified appraiser will need to
complete a USPAP course and also retake the
prdicensngexam.
102.3.3 If the Division has received renewal
documentsinatimely manner but theinformationis
incompl ete, theapprai ser shall beextended al5-day
graceperiod to compl etetheapplication.

R162-103-3 PrelicenseCour seCertification
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103.3.[#]6 Distanceftearning] educationisdefined as
any educational process based on the geographical
separation of [previder] instructor and student (e.g.,
CD ROM, On-linelearning, correspondence courses,
video conferencing, etc.). Distance [tearhing]
education coursesmust provideinteraction between
thelearner andinstructor and mustincludetesting. A
distance [tearning] education course may be
acceptableto meet the classroom hour requirement or
itsequiva ent providingeach coursemeetsthefollowing
conditions.
103.3.[#]6.1 Thecourse(a) has been presented
by anaccredited collegeor university which offers
[eerrespendenceanddistancetearning] distance
education programs in other disciplineg[:] and
where[A]accreditation [shah-be] hasbeenmade
by the Commission on Colleges or aregional
accreditation association[:]; or (b) hasreceived
approval for college credit by the American
Council on Education’s Program on Non-
collegiate Sponsored I nstruction, alsoknownas
PONSI, or has been approved under the AQB
CourseApprova Program.
(@) Thelearner must successfully completea
writtenexamination persona ly [agministered]
proctored by an official approved by the
collegeor university[:] or by the presenting
entity; and
(b) Thecoursemust meset[ 5] therequirements
established by the Appraiser Qualifications
Boardand[+9] beequivdenttotheminimumof
15 classroomhours. [+6t]

[&G%J—Z—Brstme&eamwgeaﬁseseﬁered-by

R162-103-4 Education Credit for Noncertified
Prelicensing Cour ses

103.4.3 Creditwill not begivenfor duplicateor highly
comparable classes [taken—from-different-course
providers]  Each course should represent a
progression in which the appraiser’ s knowledgeis
increased.

fegrsfraﬁeﬁereerﬁﬂea&reﬁapplm&] Therelsno

timelimit regardingwhen education credit must have
been obtained.

103.4.[4-1] 5 Hourly credit for acoursetakenfroma
professional appraisal organizationwill begranted
based upontheDivisionapproved list whichverifies
hoursfor thesecourses.

R162-103-7. Continuing Education Cour seCertifica-
tion.

103.7 Torenew an appraiser license, theapprai ser will
complete the equivalent of [20] 28 classroom hours of
appraisal education during thetwo-year term preceding

renewal. [AfterJentiery +-1998; ot eppraiser Heenseeswitt

Thecontinuing educatl onrequirementisfor thepurposeof
maintai ningandincreas ngtheappraiser’ sskill, knowledge
and competency inred estateappraising.

103.7.2 Redl estate appraisal related field tripsare
acceptablefor continuing education credit; however,
trangttimetoor fromthefieldtriplocation should not
beincludedwhenawardingcreditif ingructiondoesnot
OCCuUr.
103.7.3 Credit awarded for the continuing education
requirement may al so beawarded for theclassroom
hour requirement whenanindividual seeksadifferent
classficationthanthat held, providing theeducational
offeringmeetsthecriteriaestablished (i.e., minimum
length of 15 hours and successful completion of an
examindion.)

continued on page 8
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Rules Changes

continued from page 7

103.7.4 Alternative Continuing
Education Credit - continuing
education credit may begranted
for participation, other thanasa
student, in appraisal education
processesand programs.
103.7.[2]4.1 Credit may be
granted on a case by case
basisfor teaching, program
development, authorship of
textbooks, or similar activi-
tieswhicharedetermined by
theBoardtobeequivaentto
obtai ning continuing educa-
tion.
102.7.[2]4.2 TheEducation
Review Committeewill re-
view claims of equivalent
education and also alterna-
tive continuing education
proposed to be used for
continuing education pur-
poses.

Did You
Know?

Therehavebeen many ques-
tionsabout whether environ-
mental classescould count for
continuing education credit.
TheUtah Appraiser Board has
determined that, among other
reasons, inasmuchasenviron-
mental classesarenot listed as
asubject that hasbeen ap-
proved by theAppraisa
QualificationsBoardfor
continuing education credit,
they should not count. Y ou
may attend the classes, but do
not submit themfor CE credit.

Are We Ready for Pay Per View
Appraisals on the Internet?

A comprehensivenational date-
baseof appraisal informationmay
well beavailableonthelnternet by
nextyear. TheAppraisal Institute
(A) recently notified their members
that they havereached an agree-
mentwith FNC, Inc. toprovidea
nationwidedatabaseto provide
informationto home-buyers, sellers
mortgagelendersandreal estate
brokersand otherswho needthis
information.

Thenew venturewill essentiadly
hook up thousandsof appraisers
andtheirin-houseproperty files
withthelnternet viathel nternet
technology created by FNC, Inc.
TheWebsitewill dlowyouto
check residential dataplacedthere
by cooperating appraisers.

Thecostisestimated between $5
and $10 per report, withthe
payment being madeby credit card.
Mortgagelendersand large usersof
thedatacould havequantity
contracts. Theappraiserswho
contributeto thedatabasewill
receivecompensationevery time
theirinformationisaccessed. The
Appraisd Ingtituteindicated that dl
appraiserswill haveaccesstothe
database, but that itsmemberswill
recelveahigher percentageof the
feesthan non-members, for each
accesstothedatabase.

Appraisershavebeensharing
informationéelectronicaly for some
timewith other appraisersusing
regional red estateinformation

firms. Butlittleof that informationis
availabletothepublicandthe
informationhastraditionally been
limitedtoonly certainappraisers.

Thesystemwill providethe
informationfound onthefront page
of theURAR report. Thispage
includesthelegal description, tax
information, adescriptionof the
neighborhood, pricerangesof other
homesandrental properties. Other
importantinformationisfoundon
thispageincluding squarefootage,
lot size, utilitiesand others. Such
informationwill dlow partiesto
searchfor comparableproperties.

Appraisershavevoiced concerns
overthelegdity of providingthis
datatoeveryoneonthelnternet
andif appraisersreally ownthe
dataonthefront pageof the
URAR. Doestheappraiser need
to havethe permission of theowner
of theproperty to placetheinfor-
mationregardingtheir residenceon
thelnternet, will bethequestion.
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EXAMINATIONSTATISTICS
CR CR CG CG
1998 Tested Passed Tested Passed
January 9 6 1 1
February 12 6 1 1
March 4 4 3 3
April 5 2 0 0
May 6 3 1 1
June 8 1 1 0
Jly 2 1 1 0
August 6 2 0 0
September 12 4 1 1
October 1 1 1 1
November N/A N/A N/A N/A
December N/A N/A N/A N/A

LICENSINGSTATISTICS

1998 SC RA CR CG Tod

Jnuay 20 965 444 341 1770
Februay 20 972 449 341 1782
March 20 970 453 339 1782

April 20 990 459 340 1809
May 20 1001 462 341 1824
June 20 1039 461 341 1861
Jly 20

August 20 1046 460 342 1868
September 20 1049 462 340 1871
October 20 1051 462 339 1872
November 20 1068 469 337 1894
December 20 1089 470 338 1917

SC = Senior Appraiser
RA = Registered Appraiser
CR=_Certified Residential
CG=Certified General

TheAl indicatedinarecent newdetter, that FNMA has
allowed disclosureof thefront sideof theURAR since
themid-1980’ sand that the USPA P doesnot prohibit
thedisclosureof appraisal dataunlessaclienttellsan
appraiser theinformationisconfidential. TheAppraisal
StandardsBoard hascomplicated theownership ques-
tion by declaring that themortgage banker who asksfor
theappraisal istheclient. Theowner of theproperty,
whoisthesubject of thedatawhichisplaced onthe
Internetingreat detail, may have somelega recourseto
itsnationwidedistributionwithout their permission.

TheAl indicated that the Residential Databaseismore
likeaMultipleListing Serviceexceptitwill bemore
comprehensive. Appraisershavevoiced seriouscon-
cernsthat thedatabasewill createcompetitionfor
appraisersasconsumerswill useit asacompleteap-
praisal of theproperty. Thebuyersand sellersof homes
using thisdatacould beaminor source of income, but
mortgagelenderscouldvery well usethisinformation

instead of callingfor aformal appraisal report.

Observersseesomeliability intheprogramfor partici-
pants, should someof theinformationnot bevaid. The
Al and FNC, Inc. arenot claiming ownership of the
data, only thetechnical interface. Appraiserswhohave
contributed datato theprogram could beliablefor any
improper information placed onthel nternet by them.

Reprinted by permission from The Master Appraiser, Vol XVI No.
11,Nov. 1998

‘In the business world, everyone
is paid in two coins. cash and
experience. Take the experience
first; the cash will come later"
-- Harold S. Geneen
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Age Life Depreciation Errors

Depreciation can beacomplex
concept, particularly whenconsid-
eringthedifferent typesof depre-
ciation and what each method
measures. The*AgelLifeMethod’
isthemost commonform of
depreciationused. Oftentheresults
usingthismethod areincorrectly
characterized asphysica deprecia-
tiononly. Thereismoretoitthan
that.

Oneof themost authoritative
sourcesof informationonappraisal
methodology, The Appraisal of
Real Estate, published by the
Appraisa Indtitute, statesthat the
AgeLifeMethod considersfunc-
tional and external obsolescenceas
well asphysica deterioration. The
method doesnot distinguish be-
tween separate causes of deprecia
tionaccrued overtime.

Thetwo most common applica
tionsof theAgeLifeMethodisthe
straight-linemethod andthe

Marshdl Vauation Servicetables.
Bothrequireapprai ser estimatesof
theeconomiclifeof theimprove-
mentsandtheeffectiveage. Inthe
straight-linemethod, theaccrued
depreciationfromall causesisa
fraction of thereplacement cost
new, wherethenumerator isthe
effectiveageandthedenominatoris
thetota economiclife.Using
Marshdl Vauation Servicetables,
theappraiser need only readthe
table.

Review of themethodol ogy used
toderiveMarshal Vauation
Servicedepreciationtablesreveals
that actua experienceinformationis
gatheredfrom appraisalsand sales.
Thedifferencebetweenthere-
placement cost new, including land
value, andtheactual salespriceis
thedepreciation. Withaseriesof
thesecal cul ationsmade, theresults
arecomparedtotheageandthena
formulafor therdationshipcanbe
derivedusingregressonandysis.

Thiscurveisthen used to construct
adepreciationtable. Becausethe
tablederivation startswith actual
observation, theresultisatable
whichincorporatesal formsof
depreciation (physica, functiona
and economic). Becauseit uses
norms, any excessdeterioration,
functiona problemsor externa
problems, theapprai ser must
supplement theuseof thetables
withadditional work.

TheAgeLifeMethod of calculat-
ing depreciationincorporatesal
formsof depreciation. Labelingthe
result of usingthismethod as
physical depreciationonlyis
misleadingtothereader andisa
violationof USPAP Standard Rule
2-1(a).

Used with permission fromThe
California Appraiser, Vol.10,No.1,

Spring/Summer 1998

Update on UST Upgrade Requirements

December 22, 1998 isthedatewhen regul ated under-
ground storagetank (UST) systemsthat arenot up-
graded or replaced to meet the new corrosion protection
(tank and piping), spill preventionand overfill prevention
regquirementsmust beemptied of all product and closed.

Regulationsfinalizedin 1998 allowed ownersand
operators 10 yearsto upgrade, replace, or closeolder
UST systems. Thereareno exemptionstotheseregula
tions, and therewill beno extensionsto continuerunning
substandard systemspast thisdeadline.

Ownersneedto decidewhether or not they really need
aUST, or whether they can obtain the product some

other way. Theupgradecost for atypical threeUST
facility canrangefrom $30,000to $50,000. Replace-
ment costsfor atypical three UST facility canrange
from $90,000to $150,000. Removal costsfor a
typical threeUST facility canrangefrom $12,000to
$25,000. Thesepreceding costsdo not takeinto
account any correctiveactionsneeded asaresult of
product rel ease.

EPA and DEParefinalizing enforcement strategies,
and plantoenforcethe 1998 deadline. Enforcement
actionswill includependlties.

Taken in part from the Professional Certification Board Agenda, Fall
Issue 1998, Val. 9, No. 3
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BRADSHAW, BROOKS, Registered Appraiser, Annabella,
UT. Licenserevoked by default effective November 17, 1998,
based on misrepresentation, numerous USPAP violations,
including violation of the ethics provision, failing to respond to
theDivision’ srequest for information in responseto acomplaint
and failing to produce data supporting his appraisals. Mr.
Bradshaw valued aproperty in SantaClaraat $613,000in April,
1997 and did not disclosethat the owners had acquired the home
in December, 1996 for only $335,000. He used sales data on
propertieswhich were not comparablein numerousinstances. A
November, 1997 report on a property in West Valley City was
also erroneous, deficient or misleading in various respects.
Among other violations, Mr. Bradshaw placed the name and
license number of a State-Certified Appraiser on both appraisal
reports without that appraiser’s permission and although that
appraiser did not sign, participate in, or otherwise review the
reports. #AP97-08-08 and AP97-12-15.

CHRISTENSEN, J. STEWART, Registered Appraiser, Ogden,
UT. Consented to pay a $1,500.00 fine and have his license
placed on praobation for six months, based on signing a series of
appraisal reports on a property with signature dates of February
27,1996 and April 2, 1996 although he did not obtain hislicense
until March 14, 1996, showing a certification number under his
name, making numerouserrorson the grid section of thereports,
and denying to the Division that he had delivered a copy of the
first report to the lender when he had in fact done so. Mr.
Christensen maintains in mitigation that he did not perform the
appraisal until after he was registered, and that the errors
regarding the dates and the certification number were the result
of starting with apreviously-done appraisal onthe computer and
failing to catch all of the things that needed to be changed.
#AP96-06-14.

EASTON, RICHARD E., Registered Appraiser, Magna, UT.
Consented to pay a$300.00 finebased onviolation of USPAPby
making a series of errorsin an appraisal of a property in Delta,
Utah which when considered in the aggregate would be
misleading, by failing to have or acquire the necessary
knowledge and experience, and by failing to verify data. Mr.
Easton agreed to complete an assignment while he was on
vacationinanareawithwhich hewasnot familiar. Inmitigation,
Mr. Easton voluntarily completed a course on how to recognize
manufactured housing and how to properly appraise it and
voluntarily refunded the entire fee to the owner of the property
although the company for which he worked had been paid and
had retained thefee. #AP96-11-09.

HANSEN, JAMESD., State-Certified Residential Appraiser, Salt
LakeCity, UT. Consentedto pay a$500.00fineand completea15-
hour USPAP course based on making a series of unintentional
errors in two appraisal reports which, when considered in the
aggregate, madethe appraisal reportsmisleading. #AP96-11-08.

HIGGS, GERALD B., State-Certified General Appraiser, Sandy,
UT. After a formal hearing, Mr. Higgs' license was revoked
effective October 6, 1998, based on lack of competency and
negligent misrepresentationsin an appraisal, violation of USPAP
Standards, violation of Administrative Rules, and violation of the
USPAPrecord keeping requirement. Mr. Higgsfailedto correctly
identify and locate the subject property, and thereby appraised
thewrong property. Herelied on unverifiedinformation provided
by an employee of the client in locating the property appraised.
The property was actually located in the Uinta National Forest
and subject to land use regulations which would tend to diminish
the value of the property. He made numerous errors in the
appraisal report, including inaccurately indicating that the
property was zoned for residential use, that it was on a certain
highway directly across from an existing subdivision, that it had
been platted into home sites, that it adjoined the National Forest
which would preclude building east of the property, that a power
line could be located entirely off the property, and that access to
the property wasgoodinall directions. Healsofailed to ascertain
the highest and best use of the property, sign or place his seal on
the certification page of the report, include the expiration date of
his certification in the report, or to maintain a copy of the report.
#AP96-05-18.

JACKSON, ROY, Registered Appraiser, North Salt Lake, UT.
Consented to pay a $400.00 fine and complete a USPAP course
based on having made a series of errors and omissions in an
appraisal report in violation of USPAP Standards Rule 1-1.
#API4-12-02.

The two words "information”
and "communication" are often
used interchangeably, but they
signify quite different things.
Information is giving out; com-
munication is getting through.’
--Sidney J. Harris
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HUD’s Homebuyer Protection Plan Reinvents FHA
Appraisal Process

Inanattempt to protect Federal Housing Administration
(FHA) homebuyersagainst bad appraisals, Housing and
Urban Devel opment Secretary Andrew Cuomo pro-
posestoradically changeFHA’ shomeappraisal pro-
Cess.

Accordingto Cuomo, HUD istryingtoestablishanew
level of consumer confidenceinthehomebuying process
by answeringtwo questions: “Isthehousel want to buy
worththesaleprice? Andisthehouseingood condi-
tion?’ “Thevast mgority of FHA appraisalsareaccu-
rateand haveno problems,” Cuomosaid. “A bad
appraisal canturnthe Americandream of
homeownershipintoanightmareby overvaluingahome
and by overlooking problemsthat can cost homebuyers
thousandsof dollarstorepair. Toooften, thisfinancial
disaster forceshard-working familiestodefault ontheir
mortgagesandlosetheir homes.” HUD iscdlingthis
new appraisal system TheHomebuyer Protection Plan.

TheHomebuyer ProtectionPlanHUD isimplementing
tocover all homespurchased with FHA-insured mort-
gageswill: 1) requireamorethoroughsurvey of the
condition of thehometo uncover potential problems, 2)
requirethat defectsfound by appraisersbedisclosedto
potentia buyers, 3) imposestricter accountability on
apprai sersand tougher sanctionsonthosewho act
improperly, 4) requirean apprai ser torecommend an
inspection of ahomeif therearesignificant problems,
and5) allow HUD fundsto be used for homeinspec-
tions.

Appraiserswill berequiredto preparemorethorough
appraisas: they will needto describe problems; report
health and safety problems; turnontheheat and air-
conditioningto seeif they work; check plumbingfixtures
andelectrical outlets; and notevisibleevidenceof
problemswiththeroof, water supply and septic system.

Disclosur e of Home Defectsto Potential Buyers:
Theseller andlender need to benotified of major repairs
beforean FHA mortgage can beissued.

Stricter Accountability and Tougher Sanctionsfor
Appraisers. Uniformnational appraisa standardswill
imposenew pendties---including civil and crimind fines
and potential prison sentencesunder thefedera False
ClaimsAct---for appraiserswho actimproperly.

Recommendations of Needed | nspectors: Ap-
praiserswill berequiredto recommendto homebuyersa
full inspection of ahomethey areconsidering purchasing
if theapprai ser findssignificant problems.

By reinventing FHA’ sappraisal process, HUD will try
to benefit 800,000 familieswho get Federal Housing
Administrationmortgageseachyear.

Reprinted with permission by The Master Appraiser, Vol XVI,
No. 8, Aug 1998

Did you ever drive past a
new home under construc-
tion and notice a tree
branch sticking out of the
rooftop? This custom comes
from Northern Europe
when most of it was still
covered with dense for-
ests. At that time, people
honored the spirit of each
tree and asked its permis-
sion before cutting it down.
When a home or other shel-
ter was built on the spot, a
topmost branch from one
of the trees would be placed
in the roof so the tree spir-
its would have a place to
live.

The ‘rooftree" or "top-
ping off' custom was
brought to America by
European immigrants and
is still practiced today. The
placing of the tree branch
is often accompanied by
celebration. In some ar-
eas, a flag is substituted
for the branch.




